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Eisner LLP
E'sner Accountants and Advisors

750 Third Avenue

New York, NY 10017-2703

Tel 212.949.8700 Fax 212.891.4100
www.eisnerllp.com

INDEPENDENT AUDITORS' REPORT

To the Shareholder
Sunrise Securities Corp.
New York, New York

We have audited the accompanying statement of financial condition of Sunrise Securities Corp. (the
"Company”) as of December 31, 2005, that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. This financial statement is the responsibility of the Company’'s management.
Our responsibifity is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statement is free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financiai
statement. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all materiai

respects, the financial position of Sunrise Securities Corp. as of December 31, 2005, in conformity
with accounting principles generally accepted in the United States of America.

Chamen LLP

New York, New York
February 15, 2006

Independent Member ot Baker Tilly International



SUNRISE SECURITIES CORP.

Statement of Financial Condition
December 31, 2005

ASSETS
Cash
Due from broker
Securities owned, at market value
Securities owned, not readily marketable, at estimated fair value
Prepaid and other
Due from affiliate

LIABILITIES
Accrued compensation
Accounts payable
Income taxes payable

SHAREHOLDER'S EQUITY

Common stock, no par value; 200 shares authorized, 150 shares issued and outstanding

Additional paid-in capital
Retained earnings

See nofes to statement of financial condition

$ 75,606
1,197,512
243,537
6,950,832
296,442
790.000

$_9.553.929

$ 2,881,460
224,308

19.845

3,125,613

297,000
3,444,712
2,686,604
6,428,316

$ 9,553,929




SUNRISE SECURITIES CORP.

Notes to Statement of Financial Condition
December 31, 2005

NOTE A - BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

1]

(2]

i3

[4]

(5]

(6l

Business:

Sunrise Securities Corp. (the "Company”) is a registered broker/dealer that clears all of its securities
transactions through a clearing broker on a fully disclosed basis. Accordingly, the Company claims
exemption from the requirements of Rule 15¢3-3 under paragraph (k)2)(ii).

Revenue Recognition:

Securities transactions are recorded on a trade date basis.
Depreciation:

Depreciation of equipment is provided for by the straight-line method over estimated useful lives of five
years.

Securities owned, marketable and not readily marketable:
Securities owned, marketable are stated at market value.
Securities owned, not readily marketable are valued at fair value as determined by management.

The Company entered into an agreement to compensate certain employees by providing them with rights in
the economic benefits of certain warrants (the "Warrants”) that are currently owned by the Company. The
transferability of the Warrants themselves is currently limited. Under the agreement, should the Company
sell the Warrants, the proceeds of sale will be paid pro rata to the employees to whom the Company has
granted the rights. After one year from the time the Company has purchased the Warrants and as permitted
by then applicable laws, the Company will assign and transfer the Warrants underlying the rights to the
employees. Accordingly, the fair value of the Warrants involved, $2,881,460, is included in securities
owned, not readily marketable, with a corresponding liability in the same amount included in accrued
compensation.

Income taxes:

The Company has elected to be taxed as an S corporation under the Internal Revenue Code. A similar
election was made for state tax purposes. Net income is directly taxable to the shareholder of the Company
for federal and state purposes. The Company is subject to New York City corporation taxes.

Use of estimates:

The preparation of financial statements in confarmity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statement. Actual results could differ from those estimates, and these differences could be
material.



SUNRISE SECURITIES CORP.

Notes to Statement of Financial Condition
December 31, 2005
NoOTE B - SUBORDINATED BORROWING

In March 2005, a subordinated borrowing due to the Company's sole shareholder of $400,000 was contributed to
shareholder's equity.

During 2005, the Company borrowed $15,000,000 from its sole shareholder for a term of 45 days, which was
repaid prior to maturity.

The subordinated loans were available in computing net capital under the SEC's net capital rule. To the extent
that the loans were required for the Company's continued compliance with minimum net capital requirements, the
loans could not have been repaid.

NOTE C - RELATED PARTY TRANSACTIONS

At December 31, 2005, the Company is owed $790,000 from an affiliate, which is wholly owned by the sole
shareholder of the Company.

NoOTE D - INCOME TAXES

Deferred taxes consist of the following at December 31, 2005:

Asset
(Liability)

Cash to accrual adjustments $ 1,000
Charitable contribution carryover 468.000

469,000
Valuation allowance (468,000)

Net deferred tax asset $ 1000

At December 31, 2005, the Company has approximately $5,288,000 of charitable contribution carryovers that
expire in 2009 and 2010.

The change in the valuation allowance from 2004 amounts to an increase of $236,000.

NOTE E - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1},
which requires the maintenance of minimum net capital, as defined. The Company has elected to compute its net
capital under the alternative method allowed by these rules. At December 31, 2005, the Company had net capital
of approximately $1,219,000 as compared to net capital requirements of $250,000.



NOTE F - OFF-BALANCE-SHEET RiSK AND CONCENTRATION OF CREDIT RISK

As a nonclearing broker, the Company has its customers' transactions cleared through another broker/dealer
pursuant to a clearance agreement. Nonperformance by its customers in fulfilling their contractual obligations to
the clearing broker may expose the Company to risk and potential loss. The Company regularly monitors the
activity in its customer accounts for compliance with margin requirements. The Company utilizes a clearing
broker that is highly capitalized and is a member of major securities exchanges.

In the normal course of business, the Company enters into transactions in various financial instruments with off-
balance-sheet risk. These risks include both market and credit risk, which may be in excess of the amounts
recognized in the statement of financial condition.

The Company's securities owned are held in custodial accounts by its clearing broker. The entire amount due
from broker is from the same clearing broker.



